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Council Meeting 


The regular spring meeting of council of 
the American Institute of Accountants will be 
held on April 10th at Washington, D. C. Re- 
ports of officers and committees will be con- 
sidered, and the council sitting as a trial board 
will hear complaints against members of the 
Institute submitted by the committee on pro- 
fessional ethics. 


American Institute Examinations 


Attention is again drawn to the dates of the 
spring examinations of the American Institute 
of Accountants, Thursday and Friday, May 
11th and 12th. Persons desiring to sit for ex- 
amination at that time should file application 
not later than April 1st. 


The examination fee of $25, for admission 
as a member or an associate ($10 in the case of 
advancement to membership) must be sub- 
mitted with every application. Under authority 
of the council initiation fees are being re- 
funded to applicants during the present fiscal 
year. 


Accountants and the New York 
Stock Exchange 


On the 6th of January, as already reported 
in the Bulletin for that month, the New York 
stock exchange announced a requirement for 
independent audits of the accounts of cor- 
porations applying for the listing of securities. 
The statement indicated that such audits must 
be performed ‘‘by independent public account- 
ants qualified under the laws of some state or 
country, and shall be accompanied by a certifi- 
cate of such accountants showing the scope of 
the audit and the qualifications, if any, made 
by them in respect thereto.” The statement of 
the stock exchange also announced that the re- 
quired audit or audits must cover all sub- 
sidiaries and that the scope of the audit must 
be not less than that indicated in the Federal 
Reserve Board bulletin Verification of Financial 
Statements. 


Several weeks later, on January 31st, the 
president of the New York stock exchange 
addressed to each corporation whose securities 
are listed on the exchange a letter designed to 
obtain information regarding existing practices, 
by securing through listed corporations replies 


from their auditors to six specific questions re- 
lating to the character and extent of their 
audits. The text of the president’s letter is as 
follows: 


“The New York stock exchange has recently an- 
nounced its intention of requiring audited statements 
in connection with listing applications made after 
July 1, 1933. The public response to this announce- 
ment indicates clearly that independent audits are 
regarded by investors as a useful safeguard. 


“If, however, such a safeguard is to be really valu- 
able and not illusory, it is essential that audits should 
be adequate in scope and that the responsibility as- 
sumed by the auditor should be defined. The ex- 
change is desirous of securing from companies whose 
securities are listed, and which now employ inde- 
pendent auditors, information which will enable it 
to judge to what extent these essentials are assured 
by such audits. In furtherance of this end, we should 
be greatly obliged if you will secure from your audi- 
tors, upon the completion of the audit for the year 
1932, and furnish to the Committee on Stock List, 
for its use and not for publication, a letter which 
will contain information on the following points: 


“1. Whether the scope of the audit conducted by 
them is as extensive as that contemplated in the 
Federal Reserve bulletin, Verification of Financial 
Statements. 


“2. Whether all subsidiary companies controlled 
by your company have been audited by them. If 
not, it is desired that the letter should indicate the 
relative importance of subsidiaries not audited as 
measured by the amount of assets and earnings of 
such companies in comparison with the total con- 
solidated assets and earnings, and should also in- 
dicate clearly on what evidence the auditors have 
relied in respect of such subsidiaries. 


“3. Whether all the information essential to an 
efficient audit has been furnished to them. 


“4. Whether in their opinion the form of the 
balance-sheet and of the income, or profit-and-loss, 
account is such as fairly to present the financial 
position and the results of operation. 

“5. Whether the accounts are in their opinion 
fairly determined on the basis of consistent appli- 
cation of the system of accounting regularly em- 
ployed by the company. 

“6. Whether such system in their opinion con- 
forms to accepted accounting practices, and par- 
ticularly whether it is in any respect inconsistent 
with any of the principles set forth in the state- 
ment attached hereto. 
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“I shall personally appreciate very much your 
prompt consideration of this matter and any codpera- 
tion which you may extend to the exchange in re- 
gard thereto. 

“Faithfully yours, 
“(Signed) RICHARD WHITNEY, 
“President.” 


This letter was accompanied by a state- 
ment of certain accounting principles recom- 
mended by the American Institute of Account- 
ants special committee on codperation with 
stock exchanges, the text of which appeared in 
The Journal of Accountancy for March, 1933. 

Upon receipt of this letter and the accom- 
panying statement many listed corporations im- 
mediately consulted their accountants. Several 
accounting firms which act as auditors for a 
9 number of listed corporations conferred 
and agreed that it would facilitate response to 
the questions proposed by the exchange if they 
should discuss certain general phases of their 
current practice in a joint letter to the exchange. 

Lack of time prevented this group from con- 
sulting all public accountants who number 
among their clients corporations listed on the 
New York stock exchange, but copies of the 
letter, which was written under date of Feb- 
ruary 24th, have, it is understood, been sent to 
such accountants generally. 

Inasmuch as the inquiry by the exchange is 
likely, to lead to discussion of the question 
whether the present practice is satisfactory, or, 
if not, what changes should be made therein, it 
possesses an interest for the profession as a 
whole, and recognizing this fact the firms sign- 
ing the letter have made it available for dis- 
tribution to all members of the Institute. The 
text is as follows: 


“As auditors of a substantial number of corpora- 
tions whose securities are listed on the New York 
stock exchange, we have received copies of the let- 
ter in relation to audits addressed by you to such 
companies under date of January 31. We are 
anxious to do everything in our power to assist the 
exchange, and it has seemed to us that it will be 
helpful and more convenient to the exchange for 
us to deal with some of the general phases of the 
subject under consideration collectively in a single 
letter, reference to which will make it unnecessary to 
discuss these points in the letters which we shall in 
due course furnish to our clients and which they 
in turn will presumably furnish to the exchange for 
its confidential use. 


“We fully recognize the importance of defining 
the responsibility of auditors and of bringing about 
a proper understanding on the part of the investing 
public of the scope and significance of financial 
audits, to the end that their importance should not 
be underrated nor their protective value exaggerated 
in the minds of investors. This is the more neces- 
sary because the problem of delimiting the scope of 
audits or examinations is essentially one of apprais- 
ing the risks against which safeguards are desirable 
in comparison with the costs of providing such safe- 
guards. The cost of an audit so extensive as to 
safeguard against all risks would be prohibitive; and 
the problem is, therefore, to develop a general scheme 
of examination of accounts under which reasonably 
adequate safeguards may be secured at a cost that 
will be within the limits of a prudent economy. The 
position was clearly stated by a partner in one of the 
signatory firms in 1926 as follows: 


“In any such work we must be practical; it is 
no use laying down counsels of perfection or at- 
tempting to extend the scope of the audit unduly. 
An audit is a safeguard; the maintenance of this 
safeguard entails an expense; and this expense can 
be justified only if the value of the safeguard is 
found to be fully commensurate with its cost. The 
cost of an audit so extensive as to be a complete 
safeguard would be enormous and far beyond any 
value to be derived from it. A superficial audit is 
dangerous because of the sense of false security 
which it creates. Between the two extremes there 
lies a mean, at which the audit abundantly justifies 
its cost.’ 

“We are in accord with the general concept of the 
scope of an examination such as would justify the 
certification of a balance-sheet and income account 
for submission to stockholders which is implied in 
the reference to the bulletin Verification of Financial 
Statements contained in the first question asked by 
the exchange. That bulletin was designed primarily 
as a guide to procedure which would afford reason- 
able assurance that the financial position of the bor- 
rower was not less favorable than it was represented 
by him to be; and as the bulletin explicitly states, it 
was not contemplated that such an examination would 
necessarily disclose under-statements of assets (and 
profits) resulting from charges to operations of items 
which might have been carried as assets, or defal- 
cations on the part of employees. 

“This latter point is particularly applicable to 
financial examinations of larger companies which, 
generally speaking, constitute the class whose securi- 
ties are listed on the New York stock exchange. 
Such companies rely on an adequate system of inter- 
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nal check to prevent or disclose defalcations and in- 
dependent accountants making a financial examination 
do not attempt to duplicate the work of the internal 
auditors. 

“The bulletin Verification of Financial Statements, 
to which reference has been made, was, as was clear- 
ly pointed out in the first edition, framed to fit the 
case of borrowers engaged in business on a relatively 
small or medium-sized scale. It was recognized in 
that bulletin (see paragraph 131 of the present 
edition) that an effective system of internal check 
would make some portions of the procedure outlined 
in the bulletin unnecessary. Naturally, the larger a 
corporation and the more extensive and effective its 
system of accounting and internal check, the less ex- 
tensive is the detailed checking necessary to an ade- 
quate verification of the balance-sheet. Since com- 
panies listed on your exchange are among the larger 
corporations, it is in general true that the procedure 
in examinations of annual accounts is less detailed 
in the case of those companies than in the class of 
cases which the framers of the bulletin had _par- 
ticularly in mind. It is, however, true, we think, 
that the examinations made by independent auditors 
in such cases, coupled with the system of internal 
check, constitute at least as effective a safeguard as 
is secured in the case of smaller corporations having 
a less adequate system of internal check, in the ex- 
amination of which the procedure outlined in the 
bulletin has been more closely followed. 

“The ordinary form of financial examination of 
listed companies, in so far as it relates to the verifi- 
cation in detail of the income account, is not, we be- 
lieve, so extensive as that contemplated by the bulle- 
tin. To verify this detail would often be a task of 
a very considerable magnitude, particularly in the 
case of companies having complex accounting sys- 
tems, and we question whether the expense of such 
a verification would be justified by the value to the 
investor of the results to be attained. The essential 
point is to guard against any substantial overstate- 
ment of income, and this can be reasonably assured 
by the auditor satisfying himself of the correctness 
of the balance-sheets at the beginning and end of 
the period covered by his examination, and review- 
ing the important transactions during the year. 

“The second point on which information is re- 
quested in your letter to listed companies relates to 
subsidiary companies. This question is obviously 
pertinent, and presents no difficulty to the accountant 
called upon to reply to it. 

“The third question, calling for a statement 
whether all essential information has been furnished 


to the auditors contemplates, we take it, that the 
auditors shall indicate whether all the information 
which they have deemed essential and sought has 
been furnished to them. It is obviously conceivable 
that a management might be in possession of in- 
formation which would have a material bearing on 
the accountant’s view of the financial position if he 
knew of its existence, but that the auditor might 
have no way of discovering that such information 
existed. 

“Your fourth question relates to the form in which 
the accounts are submitted. We take it that you 
desire to be informed whether the accounts in the 
opinion of the auditor set forth the results fairly 
to the extent that they purport to do so, and that 
the inquiry does not go to the question whether 
regard for the interests of the stockholders calls for 
more detailed statements of the financial position and 
the operations of the company than those now given. 
The question how much information should be given 
to stockholders is one on which wide differences of 
opinion exist, and it is not our understanding that 
the exchange is attempting to deal with this point 
in this inquiry. 

“Referring to the fifth question—we attach as 
great importance as the exchange evidently does to 
consistency of method in the presentation of financial 
statements by corporations. The only further com- 
ment on this question which seems called for is to 
emphasize the part which judgment necessarily plays 
in the determination of results, even if principles are 
consistently adhered to. There would, we take it, be 
no objection to an accountant answering the fifth 
question in the affirmative, even though in his 
opinion the judgment of the management had been 
somewhat more conservative at the close of a year 
than a year earlier, or vice versa. We think it well 
to mention this point and to emphasize the fact that 
accounts must necessarily be largely expressions of 
judgment, and that the primary responsibility for 
forming these judgments must rest on the manage- 
ment of the corporation. And though the auditor 
must assume the duty of expressing his dissent 
through a qualification in his report, or otherwise, if 
the conclusions reached by the management are in 
his opinion manifestly unsound, he does not under- 
take in practice, and should not, we think, be ex- 
pected to substitute his judgment for that of the 
management when the difference is not of major im- 
portance, when the management’s judgment is not 
unreasonable, and when he has no reason to ques- 
tion its good faith. 

“Your sixth question, apart from the specific refer- 
ence to the principles enumerated, aims, we assume, 
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to insure that companies are following accounting 
practices which have substantial authority back of 
them. Answers to this question of an affirmative 
character will not, of course, be understood as im- 
plying that all of the clients of a given firm ob- 
serve similar or equally conservative practices, either 
in the case of companies engaged in the same indus- 
try, or in the case of different industries, or even 
that the accounting principles adopted are precisely 
those which the accountant would have himself 
selected, had the sole choice rested with him. 

“We agree with the five general principles enumer- 
ated in the memorandum attached to your letter, but 
it may, we suppose, be understood that rigorous ap- 
plication of these principles is not essential where 
the amounts involved are relatively insignificant. We 
mention this point not by way of any substantial 
reservation but to avoid possible later criticism based 
on narrow technicalities. 

“We shall be glad, if desired, to go further into 
any of the questions hereindiscussed, in such way 
as may be most convenient to the exchange.” 


Employment Exchange 


Now that the busy season in the accountancy 
profession is nearly at an end many account- 
ants are being released and will be available 
for employment. The American Institute of 
Acountants desires to draw attention to the fact 
that its employment exchange is still striving to 
be of service both to firms and to those unem- 
ployed, and would be glad to hear from any 
firm which requires assistants. The exchange 
has on file applications from seniors, semi- 
seniors and a few juniors. Prompt attention 
will be given to inquiries. 


Discussion of Proposed Legislation 
for “Blue Sky” Audits 


The Institute was advised early in February 
of the introduction of a bill in the Indiana 
legislature _— for audit of the books and 
accounts of applicants for the registration of 
securities by qualification, as provided in chapter 
31 of the acts of the assembly of 1925 and 
amendatory acts. Chapter 31, known as the 


Indiana securities law, provides that certain 
types of securities may be registered by notifi- 
cation and other types by qualification. It was 
the latter class which would have been affected 
by house bill No. 279. 


The bill in its original form required a “‘de- 
tailed audit’’ of the books and records of the 
— covering a period of three years pre- 
ceding the date of application, by a “‘certified 
public accountant, who holds a valid and un- 
revoked certificate issued by the state board of 
certified accountants of Indiana, or by a firm or 
partnership of certified public accountants, each 
of the members or partners of which hold a 
valid and unrevoked certificate issued by the 
state board of certified accountants of In- 
diana, and every such certified public account- 
ant or firm or partnership of certified public 
accountants shall have and maintain an office 
in the state of Indiana.” 

The bill also provided that as long as 
securities registered by qualification were out- 
standing in the state, the issuers’ books and 
records should be audited annually by certified 
public accountants possessing the same quali- 
fications. 

The chairman of the Institute’s committee 
on state legislation and the chairman of the 
special committee on appointment of auditors 
immediately expressed disapproval of the pro- 
vision related to qualification of auditors, on 
the ground that it would impose an unreason- 
able burden upon corporations, situated outside 
the state of Indiana, already retaining auditors 
qualified under the laws of their own states 
but not possessing C. P. A. certificates of In- 
diana nor maintaining an office in Indiana. It 
was also pointed out that the bill, if enacted, 
might be copied in other states with the possi- 
ble result that corporations desiring to market 
securities in a number of states would have to 
submit to multiple audits covering the same 
fiscal periods. 


The matter was considered of sufficient im- 
portance to warrant consideration at a special 
meeting of the executive committee, at which 
the secretary was instructed to communicate to 
the president of the Indiana Association of 
Certified Public Accountants the opinion of the 
committee that certain features of the bill were 
undesirable. Publication of the letter, the text 
of which is in part as follows, was authorized 
with the thought that the matter was one of 
general interest: 

“It is the policy of the Institute to refrain from 
interference in legislation of a local character unless 
its advice is sought by accountants of the state con- 
cerned, but in the present instance the proposed 
legislation affects the interests of all acounting prac- 
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titioners in the United States, and, therefore, we take 
the liberty of communicating with you about it. 

“It is the unanimous opinion of the executive com- 
mittee that the section of house bill 279 prescrib- 
ing audit by certified public accountants holding 
certificates issued by the state board of Indiana, and 
maintaining offices in the state of Indiana, is inimical 
to the best interests of the profession and would 
constitute an unreasonable restraint upon legitimate 
financial transactions in Indiana. 

“The Institute has always emphatically opposed 
any restriction upon the free passage across state 
lines of accountants engaged in their professional 
practice. The erection of barriers at the boundaries 
of one state is likely to lead to retaliatory measures 
in neighboring states. There are few practitioners 
who are not called upon to execute engagements out- 
side their own states. The practice of accountancy is 
not local in character, and it will retard the develop- 
ment of the profession as a whole if corporations are 
prevented by law from retaining accountants whom 
they believe best fitted to perform the particular ser- 
vices required. 

“Corporations outside the state of Indiana already 
retaining auditors would be required to submit to 
a duplicate audit under the provisions of house bill 
279 if they wished to register their securities by 
qualification in accordance with the Indiana law. 
If house bill 279 were enacted, and should serve as 
a precedent for similar legislation in other states, 
it might be necessary for such corporations to submit 
to multiple audits in the several states which they 
might select as markets for their securities. 

“It is entirely possible that Indiana certified pub- 
lic accountants might not be available to conduct 
audits of distant corporations in certain cases. 

“For all these reasons the executive committee 
earnestly requests the Indiana Association to use its 
influence to eliminate from house bill 279 the pro- 
visions which it is believed would be contrary to 
the best interests of business in general and the ac- 
countancy profession as a whole. 


“The requirement of independent audit would be 
generally applauded if it were not for the require- 
ment that the audit be performed by one of a limited 
group of accountants. It is significant that the list- 
ing requirements of the New York stock exchange, 
recently promulgated, specify an audit by ‘inde- 
pendent public accountants qualified under the laws 
of some state or country.’ 


“It is also pointed out that the Indiana securities 
law (chapter 31, approved February 27, 1925, as 
amended March 11, 1931) provides in paragraph 1, 
section 8: 


“‘The commission may require any financial 
statement or audit filed under this section 8 to 
be certified to by a public accountant either of 
this state or of any other state where the issuer's 
business is located, approved by the commission.’ 


“The executive committee is confident that the 
officers of the Indiana Association will recognize the 
possibly injurious effect of the bill in its present 
form and will use its influence to protect the inter- 
ests of business corporations which may be affected 
by the law, as well as the interests of practitioners 
of accountancy in other states.” 


At the time of the executive committee meet- 
ing advice had been received that the bill had 
passed the house. Subsequently it was reported 
that it had passed the senate with certain 
amendments, among which was one relating to 
the qualifications of auditors. The requirement 
that the auditor must hold a C. P. A. certificate 
of Indiana had been eliminated and a provision 
had been substituted to the effect that “every 
such audit shall be made by a reputable prac- 
tising accountant or firm or — of ac- 
countants practising such business in the state 
of Indiana and recognized as competent 
and responsible by the Indiana _ securities 
commission”. 

The Institute’s committees concluded that the 
amendment would not obviate the possibility 
of injustice to corporations outside Indiana 
which might wish to register securities in that 
state. It was also pointed out that the securities 
commission had no machinery whereby it could 
measure the competency and responsibility of 
accountants, and that it would be illogical to 
place in the hands of the commission complete 
authority to recognize or refuse to recognize 
certain accountants as qualified to conduct en- 
gagements under the provisions of the bill. 


Many individual accountants in states other 
than Indiana voiced protest against the pro- 
visions of this bill. ong these expressions 
of disapproval was a letter whose general in- 
dictment of legislation impeding the interstate 
practice of accountancy is of sufficient general 
interest to warrant its publication. The text 
of the letter is, in part, as follows: 


“My attention has been drawn to a bill pending 
in the Indiana legislature (house bill 279) provid- 
ing for audits of accounts of companies whose 
securities are offered for registration by qualification 
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for sale in the state of Indiana. It seems evident 
that such legislation is likely to be enacted in vari- 
ous states, and it is therefore extremely desirable 
that the form of legislation adopted in the states 
which first deal with the problem should be of a 
character best suited to protect investors. 


“The subject with which the bill deals is one in 
which I have been interested for many years; and 
although my entire business life has been spent in 
the accounting profession, I think I can regard it in 
an objective way, especially as I do not feel that 
there is any reason why such firms as mine should 
encourage legislation of this kind. Public opinion 
will, I am confident, create a demand for auditing 
services adequate to provide ample occupation for 
competent practitioners for some years to come. 

“The need for legislation seems to me to arise 
from the fact that while audits are now performed 
in connection with the great majority of reputable 
flotations, this protection is not afforded in the case 
of less reputable issues. The danger of such legis- 
lation lies in the fact that it may enable the Jess 
reputable promoter to attribute to the audits made 
in compliance therewith a significance greater than 
they would, in fact, possess. Such exaggeration of 
significance may arise in one of two ways. 

“Investors are only too prone to regard balance- 
sheets and income-accounts as positive and indis- 
putable statements of fact, whereas, owing to the 
complexities of modern business, they can in reality 
be no more than estimates based on assumptions, 
some of which rest on accounting conventions and 
others on the judgment of individuals. To meet this 
point, legislation should prohibit any accounting re- 
port from being put forward as anything other than 
an expression of opinion, while doing all that it can 
to insure that the opinion will be honest, competent, 
and based on an adequate knowledge of the facts. 


“Investors may also be led to attribute undue 
significance to audited statements through unwar- 
ranted assumptions as to the value of the opinion 
of the particular auditor. There is no way in which 
a statute can insure that the auditor selected shall 
be competent and trustworthy; it can do no more 
than require that he shall have the qualifications 
necessary to secure authority to practice under state 
laws. It is therefore highly desirable that legis- 
lation should make it clear that the state assumes 
no responsibility for the competence or trustworthi- 
ness of the auditor, such as, for instance, is implied 
in the language of section 3 of house bill 279 as 
it passed second reading in the senate: ‘Every such 
audit shall be made by a reputable practicing ac- 
countant or firm or partnership of accountants . . . 


recognized as competent and responsible by the In- 
diana securities commission.’ 

“I should like to say a word in regard to the 
scope of the examination which any such legislation 
should contemplate. The house bill speaks of a 
“detailed audit”, but such a requirement, in my 
judgment, goes far beyond the necessities of the situ- 
ation. What I think is required is such an ex- 
amination as will enable the auditor to express a 
fully informed opinion concerning the profits for the 
period covered by the examination, and the financial 
position of the applicant at the close of the period. 
It is undesirable to burden industry with the ex- 
pense of more complete examinations than are rea- 
sonably required for the protection of investors. 
Since subsidiary companies form such an important 
part of modern business practice, provision should 
be made for including all such companies in the ex- 
amination. 


“Legislative proposals of this sort inevitably raise 
questions regarding the relative interests of firms of 
accountants doing a nation-wide business and those 
of a more local character. I feel that both types of 
firms are essential to a healthy development of the 
profession, and my firm has adopted as a settled 
policy the principle that it does not desire to expand 
its practice at the expense of local practitioners. 
Holding these views, I was glad to observe that the 
amendments of the house bill eliminated the pro- 
vision whereby the audits were required to be made 
by certified public accountants of Indiana. 


“If legislation of the character of the house bill 
were enacted gen: ally in all of the states, the in- 
evitable result vy... 4 be that, as vendors of securities 
usually desire to offer them in a number of states, 
they would turn naturally to accountants able to 
qualify in a number of states rather than to those 
practicing only in a restricted territory. Firms en- 
gaged in nation-wide business would be compelled 
to qualify in all the principal commercial states. If 
in order to qualify it were necessary to have an office 
in a particular state, the further result would be to 
bring such firms into direct competition with local 
practitioners for the purely local work with which, 
at present, they are not in any way concerned. For 
these reasons, I am convinced that legislation of a 
restrictive character, such as proposed by the house 
bill, while at first sight it might seem to be in the 
interest of the local accountant, would ultimately 
tend to divert business to the firms engaged in nation- 
wide practice—a tendency which I feel would not be 
in the best interests of the profession or of the 
public.” 
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Latest reports state that Indiana house bill] 
No. 279 had been recalled prior to adjourn- 
ment of the legislature, which took place 
March 6th. 


Natural Business Year 


The chairman of the Institute’s special com- 
mittee on natural business year, A. S. Fedde, 
has pointed out that the recent requirements of 
stock exchanges, of the Edison Electric Institute 
and other businesses may be expected to in- 
crease to some extent the volume of auditing 
work. However, he considers it likely that the 
greater part of the work will fall at the close 
of the calendar year and urges that accountants 
exercise every effort to induce their own clients 
to adopt natural fiscal years, in order that the 
already heavy burden of calendar-year-end ac- 
counting work will not assume terrific pro- 
portions. 


He draws attention to the undesirability and 
difficulty of employing temporary assistants 
during the busy season to perform a large pro- 
portion of the annual volume of auditing work 
within a period of about two months. The 
committee will welcome suggestions as to how 
the matter may be attacked effectively and asks 
the codperation of all members of the Institute. 


NATURAL YEAR IN PHOTOGRAPHY INDUSTRY 


In response to a request published in the 
January Bulletin, the special committee on 
natural business year has received from a mem- 
ber of the Institute the following information 
concerning the natural year in the photography 
industry: 

“I have succeeded in persuading three companies 
to change their closing date from December 31st to 
October 31st. They are engaged in the various 
branches of photography (advertising, portrait and 
news). This business is highly seasonal, e.g., very 
active in fall and slow throughout the rest of the 
year. 


“In a sense, both October 31st and December 31st 
could be considered to mark the natural business 
year, but it seems to me that, as a general propo- 
sition, an acounting year ought to begin with the 
profitable season and end with the dull one, rather 
than the reverse. Conservatism requires that wealth 
should be measured after losses have been suffered 
tather than just before they are likely to occur. 


Regents Suspend Two New York 
Accountants 


Announcement has been made in the press 
that the board of regents of the state of New 
York has handed down its first decision under 
the new sections of article 57 of the educational 
law, under which two certified public account- 
ants have been suspended from practice for a 
period of six months for gross negligence in 
the practice of accountancy. 


Accountant Retires as Lord Provost 
of the City of Edinburgh 


The Accountants’ Magazine for January an- 
nounces the retirement, at the end of his term 
of office as Lord Provost of the City of Edin- 
burgh, of the Right Hon. Sir Thomas B. Whit- 
son, chartered accountant. The same maga- 
zine announces that W. G. Walker, a member 
of the Society of Accountants in Edinburgh, 
has purchased Clermiston Tower and has pre- 
sented it to the city as a tribute to Sir Walter 
Scott and to the retiring occupant of the civic 
chair of Lord Provost, in order to mark the 
close of Sir Thomas’ term of office. Clermiston 
Tower was built in 1871 in honor of Sir Walter 
Scott, the centenary of whose birth was cele- 
brated in that year. 


Golden Jubilee of the Institute of 
Chartered Accounts of Ontario 


The Institute of Chartered Accountants of 
Ontario celebrated the fiftieth year of its incor- 
poration at a dinner and reception in the Ban- 
quet Hall of the Royal York hotel, Toronto, on 
February 10th. The attendance was more than 
400. Harold A. Shiach; president of the in- 
stitute, acted as chairman and introduced the 
premier of the province of Ontario, the mayor 
of the city of Toronto, and representatives of 
sister societies, including a vice-president of the 
American Institute of Accountants, Frederick 
B. Andrews of Chicago. 


In responding to the introduction Mr. An- 
drews referred to the value of traditions estab- 
lished and maintained over a long period of 
years, and expressed felicitations to the Ontario 
institute upon reaching its fiftieth anniversary. 
He assured those present of the cordial friend- 
ship of their fellow practitioners in America 
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and offered the greeting of the American In- 
stitute of Accountants. 

George Edwards outlined the history of the 
accountancy profession and of the Ontario In- 
stitute. W. T. Kernahan, an early member 
and a past president, referred to the difficulties 
of students and practitioners in the early days. 
Harvey E. Guilfoyle, another past president, 
spoke of the first days of the profession in 
Scotland, England and Canada and paid a 
tribute to the pioneers of accountancy. ‘‘Pub- 
lic financing’”’ was the subject of an address by 
Hon. George S. Henry, premier of the prov- 
ince. A part of the program was the presenta- 
tion of membership certificates to incoming 
members. 


“Disposition in Accounts of 
Abnormal Losses” 


The January bulletin of the New York State 
Society of Certified Public Accountants is de- 
voted to discussion of the disposition in ac- 
counts of abnormal losses. A foreword by 
A. §. Fedde, chairman of the society’s commit- 
tee on practice procedure, introduces two 
papers, by Walter A. Staub and William H. 
Bell, dealing with various phases of the subject 
under consideration. 


Accountancy and the Press 
“AUDITING STANDARDS” 


Under the title “Auditing Standards” the 
following article appeared in the New York 
Times, February 18th: 

“Now that the theory of independent audits of 
corporate accounts has been conceded by all authori- 
ties, efforts should be made to obtain standardized 
accounting methods in the various major industries, 
according to one of the earliest proponents of com- 
prehensive and easily understandable financial reports. 
It so happens that public-utility holding companies 
are the corporations referred to in this connection. 
While operating companies are obliged by the laws 
of a majority of the states to conform to a standard 
accounting system, there is no similar rule for the 
guidance of holding companies. The early adoption 
of uniformity by the holding companies would per- 
mit what is now difficult, a ready comparison between 
the various companies in the field.” 


AUDITS TO PROTECT INVESTORS 


An editorial in the Chicago Daily News of 
March 3rd reports a suggestion that corpora- 
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tions applying to have their stocks and bonds 
listed be required by law to employ certified 
public accountants to prepare the financial state- 
ments accompanying the applications. Referring 
to “flattering” reports sometimes issued by offi- 
cers of a company, the editorial mentions intro- 
duction of an amendment to the Illinois securi- 
ties law concerning the employment of certified 
public accountants in the preparation of finan- 
cial statements of listed corporations. This 
amendment, the writer says, is one of several 
measures to safeguard the interests of Illinois 
investors, and it should be passed as speedily as 
possible. 


UNIFORM ACCOUNTS FOR UTILITIES 


In an article in the Public Utilities Fort- 
nightly for December 8, 1932, Martin G. 
Glaeser, professor of economics at the Univer- 
sity of Wisconsin, recommends uniform classifi- 
cation of accounts and standard financial reports 
for public-utility companies, whether privately 
or publicly owned. The article says, in part: 


“This has been done in only a few states, notably 
Arizona, Massachusetts, Wisconsin, and Indiana. A 
much larger number of states has given state com- 
missions the wholly inadequate authority to examine 
all books, papers, and documents, to audit books of 
account and to make surveys of all the physical 
facilities of municipally owned plants. From the 
point of view of obtaining adequate standards of com- 
parison, all public utilities should be obliged to use 
the same standard and uniform classification of ac- 
counts prescribed for the several public utilities. A 
necessary corollary would be making the filing of 
standard and uniform reports compulsory. These 
requirements, then, together with the power to make 
audits and inspections and to issue the necessary 
orders to bring about compliance with such stand- 
ardizing requirements, should be the barest mini- 
mum. Without them, all attempts at making scien- 
tific comparisons are bound to be abortive. The 
voluntary adoption by scattered municipalities of the 
classifications of accounts prescribed for private 
utilities is no substitute for this more thorough- 
going procedure. 

“Having laid the basis for scientific accounting, 
it will be possible to obtain the necessary data of 
both a financial and physical character for institut- 
ing comparisons. It is not the purpose of this article 
to discuss in detail what these arrangements will 
have to be, or what such comparisons might disclose 
in the way of results. The detailed arrangements 
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must conform to local conditions and to the financial 
practicability of a given regime of record and account- 
keeping. As to the results of such comparisons the 
present writer agrees with most impartial students of 
the subject that conclusions with respect to the issue 
of private versus public ownership and operation 
should always be based upon concrete facts, estab- 
lished after due inquiry into each situation. 


Cooperation with Bankers 


The February issue of the Robert Morris 
Associates monthly bulletin contains discussion 
at a joint meeting of the Ohio Society of Certi- 
fied Public Accountants and the Cleveland 
chapter of the Robert Morris Associates at 
Cleveland, October 7th. 


OBITUARY 


Thomas L. Berry 


Thomas L. Berry, a charter member of the 
American Institute of Accountants, and a mem- 
ber of its predecessor, the American Associa- 
tion of Public Accountants, died at his home in 
Baltimore on February 27th, at the age of 78. 
Mr. Berry had taken a keen interest in the 
affairs of the Institute and served on its com- 
mittee on budget and finance from 1916 to 
1921. He was a certified public accountant of 
Maryland, and was a charter member of the 
Maryland Association of Certified Public 
Accountants, having been active in the passage 
of the first Maryland C. P. A. bill, which be- 
came effective in 1900. He served two years 
as president of the Maryland association and 
at a later date was re-elected to that office for 
an additional year. At the time of his death 
Mr. Berry was in practice on his own account. 


Martin A. Coughlan 


Martin A. Coughlan of East Orange, New 
Jersey, died at his home on February 18th. 
He was admitted as a member of the Ameri- 
can Institute of Accountants in 1916 by virtue 
of his membership in the Institute’s predecessor, 
the American Association of Public Accoun- 
tants. He was a certified public accountant of 
New Jersey and New York, and a charter mem- 
ber of the Society of Certified Public Account- 
ants of the State of New Jersey. He was a 
partner of the firm of Coughlan & Coughlan 
of New York. He was 69 years of age. 


John M. Gilchrist 


John M. Gilchrist of Omaha, Nebraska, a 
member of the American Institute of Account- 
ants since August, 1924, died on February 
13th, at the age of 70. Mr. Gilchrist was 
elected a member of council of the Institute in 
1929 for a term of five years. He served on 
the Institute’s committee on meetings for the 
year 1929-1930. At the-time of his death he 


was the sole owner of the firm of John M. 
Gilchrist Company. Mr. Gilchrist took an 
active part in the work of the American Insti- 
tute of Accountants, as in all matters appertain- 
ing to accountancy. He was a pioneer in the 
profession in his section of the country, hav- 
ing established an office in Omaha in 1901 
after completing five years as state examiner of 
county treasurers’ records. He sponsored the 
Nebraska C. P. A. bill which was passed in 
1909 and received the first C. P. A. certificate 
of that state. He served as chairman of the 
Nebraska state board of examiners from 1909 
to 1912, and was again appointed chairman in 
1924. 


Overton S. Meldrum 


Overton S. Meldrum, of the firm of 
Meldrum & Meldrum, Louisville, Kentucky, 
died at his home on March 4th. He was 73 
years of age. Mr. Meldrum was a charter 
member of the American Institute of Account- 
ants and a member of the American Associa- 
tion of Public Accountants, its predecessor. He 
was born at Madison, Indiana, and as a young 
man moved to Cincinnati and then to Chicago. 
He settled in Louisville in 1882 and started a 
banking career with the Western Finance Cor- . 
poration, later known as the Bank of Com- 
merce, which became associated with the Louis- 
ville City National Bank. Mr. Meldrum was 
well-known in the accountancy profession, in 
which he became engaged in 1902. He was 
elected vice-president of the American Institute 
of Accountants in 1929 after having served two 
five-year terms on the council. He was also 
appointed a member of the Institute’s com- 
mittee on nominations in 1931. Mr. Meldrum 
was a certified public accountant of Indiana and 
Kentucky, having at one time served as presi- 
dent of the Kentucky Society of Certified Public 
Accountants. Upon his resignation from that 
office he was made president emeritus. 
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STATE LEGISLATION 


As the current sessions of state legislatures 
draw to a close many bills affecting accountants 
await final consideration. The American Insti- 
tute of Accountants committee on state legisla- 
tion and special committee on appointment of 
auditors have studied a multitude of bills, and 
in many cases have communicated their 
opinions to state societies of certified public 
accountants. The bills of interest to the Insti- 
tute’s committees generally fall into two classes, 
first, those dealing with amendment of state 
C. P. A. laws, and second, those concerned with 
appointment of public accountants as auditors 
of governmental subdivisions, semi-public cor- 
porations, corporations applying for registration 
with security commissions, etc. For the con- 
venience of readers the bills have been divided 
into these two general classifications in digest- 
ing their contents at this time. 

In several states attempts have been made to 
overthrow the whole structure of C. P. A. laws. 
While the form of proposed legislation varies 
considerably, the general intent in each case is 
to re-open the waiver clause, that is, to permit 
state recognition of accountants without exami- 
nation. At the request of local societies, the 
Institute has joined in opposition to some of 
these bills. 

In other states legislation of the two-class, 
restrictive type has been proposed. The Insti- 
tute’s committee on state legislation has urged 
that the utmost care be exercised in order to 
avoid provisions such as those which have been 
declared unconstitutional in Illinois and Ten- 
nessee, and has also earnestly recommended that 
no impediments to interstate practice be allowed 
to creep into bills of this character. 

In several other states amendments to exist- 
ing C. P. A. laws have been proposed in order 
to elevate professional standards and to elimi- 
mate weaknesses in administrative provisions. 
The Institute’s committee on state legislation 


has been in close correspondence with account- ° 


ants in several states where amendments of this 
type were being considered, and has been able 
to make helpful suggestions on a number of 
occasions. 

Following are summaries of bills and reports 
of their status according to latest advice from a 
legislative reporting service on March 7th, the 
date on which this Bulletin goes to press: 


C. P. A. Legislation 
Arizona 

House bill 134, introduced in the Arizona 
legislature January 2nd, would substitute for 
the C. P. A. law of that state an act contain- 
ing a waiver provision under which C. P. A. 
certificates might be issued without examination 
to accountants who had been engaged in prac- 
tice for a specified length of time. The bill 
also contains provision for issuance of certifi- 
cates of authority to practise as public account- 
ants to those who could not qualify under the 
waiver provision. 

The bill passed the house on February 17th. 


At the request of certified public accountants 
of Arizona the Institute wired a protest on 
February 24th for transmission ‘to legislators 
interested in the bill. The telegram reads in 
part as follows: 


“Regarding proposed Arizona bill including waiver 
clause permitting issuance of C. P. A. certificates 
without examination. American Institute of Ac- 
countants as national professional accountancy or- 
ganization strongly disapproves any attempt to lower 
standards of C. P. A. certificate which is legal cre- 
dential of qualified practitioners in all states and 
territories. Recently adopted requirements of New 
York stock exchange, curb exchange, produce ex- 
change, Edison Electric Institute as well as legislation 
proposed in several states requiring independent 
audits make it imperative that high standards for 
C. P. A. certificate be maintained everywhere as pro- 
tection to public. Issuance of C. P. A. certificate 
without examination would be injurious to business 
public and to accountancy profession. It would be 
most unfortunate if Arizona should permit its pro- 
fessional accountancy standards to sink lower than 
those of other states.” 


Colorado 


Senate bill No. 756 would amend the Colo- 
rado accountancy law by granting the secretary 
of the board, upon proper recommendations of 
the board of accountancy, authority to re-issue 
a certificate which had previously been revoked. 
No action has as yet been reported on this bill. 
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Connecticut 


House bill 1101, introduced in the Con- 
necticut legislature January 27th, contains 
amendments to the C. P. A. law which are 
generally considered desirable by the state 
society and by the Institute’s committee on state 
legislation. The amendments affect the organi- 
zation of the board, the procedure in conduct- 
ing examinations, recognition of certificates of 
other states, revocation of certificates, penalty 
for false statements, and practice under firm 
names. Provisions for the ownership of ac- 
countants’ working papers and privileged com- 
munications for accountants, which are not in- 
cluded in the existing law, are dealt with in the 
amendatory bill. 

The Institute’s committee suggested elimina- 
tion, in the provision for recognition of certifi- 
cates of other states, of the requirement that the 
state of original issuance must grant similar 
ptivileges to holders of Connecticut certificates. 


Georgia 


A bill introduced in the Georgia legislature 
January 18th, under the designation house bill 
235, would amend the existing C. P. A. law 
to provide for the issuance of recognition cer- 
tificates to certified public accountants of other 
states, a provision which is not included in the 
present statute. The amendatory bill also in- 
cludes sections providing for privileged com- 
munications and the ownership of accountants’ 
working papers. The proposed amendments 
generally have the approval of Georgia certified 
public accountants and the Institute’s com- 
mittee, although the committee has po out 
that the provision for recognition of certificates 
of other states would be improved by elimina- 
tion of the requirement that similar apes 
must be granted Georgia certified public 
accountants by the state of original issuance. 


Idaho 


On February 21st an accountancy bill was 
introduced in the Idaho legislature under the 
designation house bill 291. The bill would 


rovide for the issuance of C. P. A. certificates 
y examination and for registration of public 
accountants. It would prohibit practice in the 
state by any except accountants duly registered 
with the department of law enforcement, which 
in Idaho discharges the duties of a state board 


of accountancy. Certified public accountants 
of other states, temporarily engaged in profes- 
sional activity in Idaho incident to their regular 
practice, would be exempt from the restrictive 
provisions. Partnerships might use the desig- 
nation C. P. A. if resident partner or manager 
held an Idaho certificate and other partners 
were certified in other states. 


It has been reported that the Idaho legis- 
lature adjourned March 1st, but no action on 
this bill has been reported beyond its reference 
to the house committee on state affairs. 


Illinois 


Senate bill 226, introduced into the Illinois 
legislature February 1st, provides for repeal of 
section 13 of the public accounting law of 
1927, which reads as follows: 


“A public accountant shall not be required by any 
court to divulge information or evidence which has 
been obtained by him in his confidential capacity as a 
public accountant.” 


No action has been reported. 
Michigan 

Michigan house bill No. 56 would amend 
the accountancy law of the state by providing 
that the state board of accountancy might em- 
ploy assistants, but would require the members 
of the board to serve without compensation. 
At the present time members of the board mai 


receive $10 a day for time actually expended 
in the service of the board. 


Minnesota 


Minnesota house bill No. 665, introduced 
February 1st, would repeal the existing C. P. A. 
law of the state. In lieu of the state board of 
accountancy it would establish an institution to 
be known as the Minnesota Society of Account- 
ants, the initial members of which would be 
accountants who had been in practice for 
several years. Each member of this society 
would be entitled to use the designation 
C. P. A. by virtue of his membership. After 
passage of the act persons might be admitted 
to the society by examination. This bill is re- 
garded as one of the most curious attempts to 
re-introduce a waiver provision. The measure 
has the active opposition of certified public 
accountants in Minnesota. 
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Missouri 


House bill 57, introduced in the Missouri 
legislature January 17th, would abolish the state 
board of accountancy and the C. P. A. certifi- 
cates without providing any substitute. 

On February 15th a bill was introduced 
under the designation house bill 620 which 
would substitute for the existing C. P. A. law 
an act providing for the issuance of “certified 
practical accountant” certificates, with the 
abbreviated title C. P. A. The Missouri Society 
of Certified Public Accountants is opposing 
both bills. Richard S. Wyler, representing the 
society, issued a statement charging that house 
bill 57 would destroy the usefulness of certi- 
fied public accountants in Missouri. In re- 
ferring to house bill 620, Mr. Wyler said that 
the title of “certified practical accountant’ 
was “both original and ludicrous.”” The latter 
bill contains a clause whereby the proposed 
board of accountancy would have implied 
authority to waive the examination prescribed 
for the certificate. It was reported unfavorably 
in the house on February 24th. 

On February 11th a third bill was intro- 
duced, house bill 405, instructing the board 
of accountancy to waive the examination of 
applicants for C. P. A. certificates who are 
graduates of educational institutions of high 
standards and who have a certain amount of 
en experience. This bill was reported 
avorably in the house on February 24th. 


Montana 


Senate bill 193, introduced in the Montana 
legislature February 14th, would amend the 
existing C. P. A. law by providing that C. P. A. 
certificates be issued without examination to 
accountants employed by state departments for 
four years preceding the date of application, 
who apply for the certificate within sixty days 
after passage of the act. . 

The bill was approved by the governor 
March 6th. 


Nebraska 


An accountancy bill of the two-class restric- 
tive type was introduced in the Nebraska 
legislature January 30th under the designation 
senate bill 248. The bill includes a provision 
that persons practising under assumed names 
and all persons engaged in the practice of 
public accounting as firms or corporations 


would be required to procure annual licenses. 
Public accountants would be issued permits of 
authority prior to January, 1934, empowering 
them to continue in practice, but thereafter no 
one would be permitted to practise in the state 
except certified public accountants. The bill 
was reported favorably in the senate on Feb- 
ruary 9th. 


Ohio 


A bill which would destroy the C. P. A. cer- 
tificate in Ohio was introduced in the legisla- 
ture of that state on February 7th, under the 
designation senate bill 242. The bill pro- 
vides for issuance by the state board of “cer- 
tificates of qualification” to accountants who 
pass prescribed examinations and who fulfill 
the preliminary requirements specified in the 
proposed act. 


Educational prerequisites would be waived 
in the case of persons eligible for registration 
at the date of enactment of the law, or per- 
sons acting in the capacity of senior accountant 
— to January 1, 1935. The board would 

required to issue a registration card to each 
applicant who had practised public accounting 
for a certain length of time prior to January 1, 
1935, as well as holders of valid C. P. A. cer- 
tificates previously issued by the Ohio board 
under former statutes. Persons registered 
under this provision who might appiy for 
examination for a “‘certificate of qualification” 
would be granted an advance credit of fifteen 
points in each examination subject for each year 
of experience in the practice of public account- 
ing. 

No person failing to obtain a registration 
card prior to January 1, 1935, would thereafter 
be permitted to practise public accounting in 
the state, except those who obtained “‘certifi- 
cates of qualification” from the state board. 


The bill contains provision for recognition 
of certified public accountants of other states, 
for temporary practice by accountants of other 
states and for the registration of resident 
partner or managers of accounting firms. 


The bill is actively opposed by .the Ohio 
Society of Certified Public Accountants, and at 
the request of the president of that society the 
American Institute of Accountants dispatched 
the following telegram to the chairman of a 
committee of the legislature which had the bill 
under consideration: 
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“At request of Ohio certified public accountants 
our legislation committee has examined Ohio senate 
bill 242 designed to regulate practice of public ac- 
countancy. As national professional accountancy or- 
ganization may we respectfully point out that the 
bill would be inimical to the interests of accredited 
accountants in Ohio as well as those of the business 
community. The bill would destroy in your state 
the designation “certified public accountant” which 
is recognized legal credential of qualified professional 
accountants in all states of the union. The desig- 
nation certified public accountant has become 
nationally recognized as title of qualified accounting 
practitioners and it appears in state laws, indentures, 
corporate charters and rules of some public bodies, 
such as United States board of tax appeals. Enact- 
ment of the bill would place Ohio accountants and 
companies audited by Ohio accountants in difficult 
position if they wish to obtain recognition in other 
states. Recently adopted requirements of the New 
York stock exchange, curb exchange, produce ex- 
change, Edison Electric Institute, as well as proposed 
legislation requiring independent audits, make it im- 
perative that high standards for the C. P. A. certifi- 
cate be maintained everywhere as protection to the 
public. The proposed bill would permit many ac- 
countants to obtain state recognition in Ohio with- 
out examination or adequate test of their qualifica- 
tions and consequently would lower the standards of 
the profession in Ohio. In the interests of the ac- 
countancy profession throughout the country and the 
reputable accountants of Ohio with whom we are co- 
operating we respectfully ask your opposition to the 


bill.” 
Oklahoma 


A bill providing for the issuance of C. P. A. 
certificates to holders of commercial or muni- 
cipal accountant certificates issued under the 
original Oklahoma accountancy law was intro- 
duced in the legislature of that state January 
Sth, under the designation of senate bill 44. 
The — C. P. A. law of Oklahoma super- 
seded the original act in 1931. The old law 
provided for the issuance of three types of cer- 
tificates, certified public accountant (C. P. A.), 
certified commercial accountant (C. C. A.) and 
certified municipal accountant (C. M. A.) The 
new statute provides for recognition of those 
who held C. P. A. certificates under the original 
act. The present bill is an effort to obtain simi- 
lar recognition for the holders of municipal and 
commercial accountant certificates. It is op- 

sed by the Oklahoma Society of Certified 

lic Accountants. 


Oregon 


Oregon house bill 191, introduced January 
24th, would provide for the issuance of C. P. A. 
certificates without examination to applicants 
possessing five years’ professional experience 
and certain academic qualifications. A pro- 
vision concerning the personnel of the state 
board of accountancy would make it possible 
for accounting instructors who did not possess 
C. P. A. certificates to serve on the state board. 
The section dealing with examinations ambigu- 
ously requires “‘average’’ accounting problems. 
The bill is — by the state board of ac- 
countancy and by the Oregon Society of Cer- 
tified Public Accountants. 


Pennsylvania 


A bill to provide for the certification of ac- 
countants without examination in certain cases 
was introduced in the Pennsylvania legislature 
February 7th (house bill 716). Persons not 
less than forty years of age who had been in 
practice as public accountants for five years in 
the state would be eligible for a certificate with- 
out examination. The bill is opposed by the 
Pennsylvania Institute of Certified Public 
Accountants. 


Tennessee 


An accountancy bill was introduced in both 
houses of the Tennessee legislature about the 
middle of January. On the 20th of January 
the legislature of Tennessee recessed to Febru- 
ary 27th, and since that date no action has been 
reported on the bill (senate bill No. 77 and 
house bill No. 222). The proposed law con- 
tains what is in effect a waiver clause, by re- 
quiring the board to issue a C. P. A. certificate 
to anyone who has obtained the right to prac- 
tise as an accountant under prior laws, which 
provided for registration as public accountants 
of persons in practice at the date of enactment. 
The present bill also provides for the annual 
registration of certified public accountants and 
public accountants. The bill would require that 
each practitioner give a bond in the sum of 
$5,000. It has the active opposition of certi- 
fied public accountants of Tennessee. 


Washington 


A two-class restrictive accountancy bill was 
introduced in the Washington legislature Janu- 
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ary 16th under the designation house bill 43. 
All persons in practice for a year prior to en- 
actment of the bill would be permitted to regis- 
ter as public accountants within six months 
after its passage. Thereafter no one would 
be permitted to register, and none but certified 
public accountants or registered public account- 
ants would be permitted to practise in the state. 
There is a provision for recognition of C. P. A. 
certificates of other states maintaining standards 
equivalent to those of Washington. Any prac- 
titioner of another state would be permitted to 

form engagements in Washington arising 
incidentally in his regular practice. 

West Virginia 

Senate bill 97, introduced in the West Vir- 
ginia legislature February 16th, would substi- 
tute for the existing accountancy law of the 
state a two-class restrictive statute. The bill 
contains provision for the annual registration of 
certified public accountants and public account- 
ants who are registered prior to October 1, 
1933. Thenceforth none but registered ac- 
countants would be permitted to practice. No 
in West Virginia would 

permitted to use the designation ““C. P. A.” 
unless all members of the firm held certificates 
granted under the law of West Virginia. 
Recognition of certificates of other states would 
be subject to the extension of similar recog- 
nition, on the part of the states of original 
issuance, to certified public accountants of West 
Virginia. The bill has been reported favor- 
ably in the senate. 


Wyoming 
A bill relating to the state board of account- 
ancy was introduced in the Wyoming legisla- 
ture February 3rd (house bill 211), but it was 


not reported out of committee prior to adjourn- 
ment on March 7th. 


Appointment of Auditors 
California 
A bill providing for the issuance of certifi- 
cates to qualified state, county and — 
public accountants, and for the creation of a 
state, county and municipal board of account- 
ancy, was introduced in the California legisla- 


ture January 26th, under the designation senate 
bill 532. The bill apparently would have no 
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affect on the C. P. A. law of California, but 
would create machinery for the licensing of a 
special class of accountants qualified to under- 
take accounting engagements for govermental 
subdivisions. No action on this bill has been 
reported. 


Connecticut 


A bill concerning audit of savings banks 
was introduced in the Connecticut legislature 
January 27th, under the designation senate bill 
157. The bill would amend the existing statute 
providing for audit of savings banks by inde- 
pendent auditors appointed by the officers, 
directors or trustees, but selected from without 
the official personnel. Under the amended pro- 
vision any bank might have an audit or exami- 
nation by a certified public accountant approved 
by the bank commissioner, on any date during 
the quarter ending September 30th each year, 
in lieu of the examination required by the 
present law. 


Indiana 


Indiana house bill No. 279 passed the house 
February 10th. The bill provided for audit of 
the accounts of applicants for registration of 
securities by qualification for sale in Indiana. 
The bill was passed with amendments in the 
senate and was referred to the governor, but 


according to later reports was subsequently re- 
called. 


Certain sections of the bill were considered 
undesirable by the Institute, and by order of 
the executive committee a letter was addressed 
to the Indiana Association of Certified Public 
Accountants, suggesting opposition to the ob- 
jectionable features of the proposed act. As the 
matter is of general interest the contents of this 
letter and a statement of the circumstances are 
printed in a separate article in this Bulletin. 


Iowa 


Two bills relating to audit of state institu- 
tions were introduced in the Iowa legislature on 
January 9th and February 15th, respectively. 
The first, senate bill No. 14, would repeal the 
mandatory outside audits of educational, penal 
and other institutions. The second, house bill 
No. 294, provides that the maximum cost of 
outside wile of the board of education shall 
be $25,000. 
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Kansas 


Several bills and resolutions providing for 
investigation of state departments and sub- 
divisions have been introduced in the legisla- 
ture of Kansas. 

House bill 390 provides for em 
of county auditors, for counties of specified 
population, to be appointed by the state tax 
commission. The bill has passed the house. 

Senate joint resolution 1 provides for an in- 
vestigation and audit of the state highway de- 
partment, and authorizes the employment of 
accountants for that purpose. The bill passed 
the house with amendments, with which the 
senate concurred on March Ist and was ap- 
proved by the governor March 7th. 

Senate concurrent resolution 20 provides for 
a by-partisan investigation of the state banking 
commission and provides for the employment 
of accountants at $10 a day. 

Senate bill 452 contains a provision requir- 
ing independent audit of taxing districts. It 
specifically authorizes the conduct of such audits 
by certified public accountants. 

Senate joint resolution 15 provides for in- 
vestigation of the state insurance commission 
and includes an appropriation for the conduct 
of the investigation. 

House bill No. 569 provides for audits of 
certain local governments, and authorizes the 
employment of certified public accountants for 
the purpose. 


Minnesota 


A revised corporation act introduced into the 
Minnesota legislature under the designation of 
house bill 883 contains two provisions affect- 
ing accountants. Corporate directors, under 
one section of the bill, would be excused from 
negligence if they relied and acted in good faith 
upon a profit-and-loss statement certified by a 
public accountant or firm of public accountants 
selected with reasonable care. Another pro- 
vision of the bill provides for the issuance to 
shareholders of profit-and-loss statements cer- 
tified by an officer of the company or by a pub- 
lic accountant. 


Nebraska 


Nebraska house bill 169, introduced Janu- 
aty 19th, would provide for annual audit of 
the books and accounts of certain county officers 
by certified public accountants. 


New Jersey 


The Society of Certified Public Accountants 
of the State of New Jersey is opposing a bill in 
the state legislature, known as senate bill 129, 
which would create the office of state auditor 
and would give him complete control over all 
state departments. A section of the bill specifi- 
cally states that it would be unlawful for any 
state department or agency of the state govern- 
ment to employ any outside auditors for the 
purpose of auditing the books and accounts of 
such department or agency, which would rely 
entirely upon the state auditor for the perform- 
ance of such duties. 


Oregon 


Oregon house bill 497 would require the 
state auditor to effect annual audit of the ac- 
counts and records of justices of the e and 
district courts of counties of less than 100,000 
population. The bill provides for the employ- 
ment of ‘“‘accounting experts” to make the 
necessary examinations. 


South Carolina 


Senate bill 230 provides for the appoint- 
ment of accountants to audit the accounts of a 
bank now in receivership. 

Senate bill 77, repealing section 4694 of 
the code of laws of South Carolina of 1932 
providing for an annual audit of the public 
offices and closed banks in Oconee county, was 
approved by the governor on February 2nd and 
became chapter 16 of the laws of 1933. 


Utah 


House bill 182, introduced in the Utah 
legislature February 17th, would give any tax- 
payer power to appoint an auditor to examine 
the accounts of any city, school district or 
county. 


Ernest Crowther announces the removal of 
his office to 505 Law and Finance building, 
Pittsburgh, Pennsylvania. 


Edward P. Moxey & Company have moved 
their offices to the Morris building, Philadel- 
phia, Pennsylvania. 
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; NEWS OF LOCAL SOCIETIES 


California 
Los ANGELES 
On February 20th the Los Angeles chapter 
of the California State Society of Certified 
Public Accountants held its monthly meeting 
at the Elks club building, jointly with the Los 
Angeles chapter of the Robert Morris Asso- 
ciates. Harry B. Mills, president of the 
society’s chapter, called the business session to 
order, and then turned the meeting over to 
Walter B. Gibson, chairman of the chapter's 
committee on codperation with the Robert 
Morris Associates. Fourteen accountants par- 
ticipated in answering questions asked by the 
bankers. J. E. Hammond, president of the 
California State Society of Certified Public Ac- 
countants, addressed the meeting on ‘‘Charac- 
ter, the chief asset of the professional account- 
ant.” 


Georgia 
SAVANNAH 
A special luncheon meeting of the Savannah 
chapter of the Georgia Society of Certified 
Public Accountants was held on February 18th 
at the Savannah hotel. Sydney T. Lee, chair- 
man, presided. Norman D. Cann of Atlanta, 
guest of honor, spoke on accounting bills and 
other matters pending before the Georgia legis- 
lature, explaining changes in the provisions of 
the proposed new C. P. A. bill as compared 
with the present C. P. A. law. Mr. Cann also 
touched on the subject of professional con- 
duct and ethics of accountants. 


Maryland 


The Maryland Association of Certified Public 
Accountants held a meeting on February 14th 
at the Emerson hotel, Baltimore. Allan C. 
Girdwood, attorney, formerly a member of the 
Maryland legislature and secretary of the state 
tax commission, and at present a member of 
the mayor’s committee on the tax situation in 
Baltimore, spoke on “Cost af government, 
national, state and local.” 


Massachusetts 


A meeting of the Massachusetts Society of 
Certified Public Accountants, was held on Feb- 
ruary 23rd at the Parker house, Boston. J. M. 


B. Hoxsey, executive assistant of the committee 
on stock list of the New York stock exchange 
addressed the meeting on “Write-downs of 
assets.” Mr. Hoxsey’s address included dis- 
cussion of capital surplus, plant depreciation, 
income account, and the technical phases of 
write-offs of tangible and intangible fixed 
properties and of current assets. 


Michigan 
On February 9th the Michigan Association 
of Certified Public Accountants held a meeting 
at the Detroit Leland hotel. The subject under 
discussion related to municipal audits and 
specifications for bids thereon. The speaker 
was Carl H. Chatters, executive director of the 


Municipal Finance Officer's Association of Chi- 
cago. 


New Jersey 


One hundred members and guests were pres- 
ent at a meeting of the Society of Certified 
Public Accountants of the State of New Jersey 
which took place at the Downtown club, New- 
ark, on February 27th. Philip S. Suffern, pre- 
sided. Robert H. Gulliver, chairman of the 
society’s committee on legislation, rendered a 
report on bills recently introduced in the New 
Jersey legislature. 

The meeting was then turned over to 
Maurice E. Peloubet, chairman of the committee 
on technical studies, who introduced the 
speakers of the evening. Following are the 
names of those who presented papers, with the 
titles of their addresses: Albert J. Wiley and 
George Rea, ‘Budgets and budgetary control” ; 
Leon Kranztohr and Robert F. Tillison, ““Muni- 
cipal accounting and the taxpayer’; Leopold 
Frankel and James J. Hastings, ‘Court tetsti- 
mony of accountants and reports in litigated 
matters.” Brief discussion followed presenta- 
tion of each paper. 


Pennsylvania 


HARRISBURG 
The Harrisburg chapter of the Pennsylvania 
Institute of Certified Public Accountants held 
a meeting on January 20th at the Harrisburger 
hotel. Leon D. Metzger, secretary of revenue, 
assisted by Sanford D. Beecher, counsel, and A. 
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J. Farber, director of delinquent taxes, answered 
questions in regard to the new state sales tax 
on sales to consumers, to be paid by the vendor. 
Clarence L. Turner, chairman of the Philadel- 
phia chapter, gave a talk on the income-tax act 
of 1932. He also discussed the codification of 
corporation laws and restrictive legislation for 
accountants. 


PHILADELPHIA 


A joint meeting of the Philadelphia chap- 
ters of the Pennsylvania Institute of Certified 
Public Accountants and the Robert Morris As- 
sociates was held at the Manufacturers and 
Bankers club on February 21st. The meeting 
was arranged for discussion of subject of inter- 
est to both chapters. The speakers for the 
Pennsylvania Institute chapter included John K. 
Mathieson, John Balch and Francis P. Byerly. 
Mr. Mathieson dealt with inventories, the lia- 
bility of the accountant in certifying thereto, 
and the considerations to be given to the physi- 
cal condition of inventories. Mr. Balch spoke 
on the necessity of adding to the present serv- 
ices rendered by accountants that of budget 
preparation, and the submission of budget re- 
ports in addition to ordinary audit reports. Mr. 
Byerly discussed the importance of full audits 
before rendering reports. 


Representatives of the Robert Morris Asso- 
ciates included Alexander Wall, national secre- 
tary of the organization; John N. Eaton, vice- 
president of the Merchants National Bank of 
Boston; Wilson Steinmetz, of the Ninth Bank 
& Trust Company of Philadelphia, and Charles 
Chapman, of the Kensington Security Bank of 
Philadelphia. Mr. Wall spoke on accountants’ 
certificates and their meaning. Mr. Eaton, a 
member of the national committee on codper- 
ation with accountants, described the aims of 
that committee, and stated that bankers realize 
their responsibility of informing customers that 
a full audit is necessary at all times. He dis- 
cussed faults found in audits, such as the lack 


of segregating accounts receivable arising from 
other than sales sources. Mr. Steinmetz’s ad- 
dress dealt with analysis of inventories and the 
necessity for comments on the operating state- 
ments issued by the accountants as part of their 
reports. Mr. Chapman, as chairman of the 
Robert Morris Associates’ chapter, discussed the 
letter sent to banks by the Pennsylvania Insti- 
tute’s committee on codperation with bankers, 
and expressed the appreciation of the banks for 
the general spirit of goodwill which existed. 
Discussion followed the presentation of the 


papers. 
State Boards of Accountancy 


ILLINOIS 


The following persons have been awarded 
the C. P. A. certificate of Illinois as a result of 
the November, 1932, examinations: Fred 
Farkas, Henry S. Fechheimer, Wayne B. Lin- 
coln, Edward Joseph McAdams, Seymour Rose, 
Paul Donald Smith, Chester A. Wright, David 
Israel Waxman, all of Chicago; Henry C. 
Buehler of Elgin, and Raymond G. Edson of 
West Chicago. 


MARYLAND 


Fifteen candidates passed the C. P. A. exami- 
nations held last November by the board of 
examiners of public accountants of Maryland, 
and will be recommended to the governor for 
the certified public accountant certificate. The 
successful candidates are: George E. Babylon, 
Jr., Harry T. Ballard, Joseph C. Bond, William 
B. Cooley, Lenning A. Davis, William L. 
Ensor, John H. Gilliece, John P. Heese, Julia 
B. Hopkins, Abram J. Lipsitz, Earl C. Rickerds, 
Russel K. Steffey, Robert E. Stromberg, Joseph 
Winokour and William I. Young. William 
B. Cooley received the highest grades in the 
examinations. 

The next examinations will be held on No- 
vember 27, 28 and 29, 1933. 


Announcement has been made of the associa- 
tion of Ferron L. Andrus and Harry B. Mills 
under the firm name of Harry B. Mills & Co., 
with offices at 3902 West Sixth street, Los 
Angeles, California. 


Wayne E. Pollard announces the opening of 
an office in the Rockford National Bank build- 
ing, Rockford, Illinois. 


Announcement has been made of the open- 
ing of offices by G. L. C. Hunter in the 
Savannah Bank and Trust building, Savannah, 
Georgia. 


Albert H. Lawson announces the establish- 
ment of offices at 24 Wildwood avenue, Arling- 
ton, Massachusetts and 815 Carroll street, 
Brooklyn, New York. 
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ANNOUNCEMENTS 


Announcement has been made that Ralph L. 
Stauffer was admitted on February 15th to 
partnership in the firm of Mathieson, Aitken 
& Co., Drexel building, Philadelphia, Penn- 
sylvania. 


Caddie H. Kinard is the author of an article 
in the January issue of Accounting Age, en- 
titled ‘‘Prerequisites to the attainment of 
C. P. A. certificate.” 


“Auditing and detection of fraud’’ was the 
title of a paper read by John Balch, Philadel- 
hia, before the accountants club of Temple 
niversity on February 16th. 


R. J. Bennett, Philadelphia, is the author of 
an article entitled “Accountancy development 
in generation from small start,’ which appeared 
in the February issue of the Philadelphia Cham- 
ber of Commerce Journal. 


“Basic standard costs” was the subject of 
talks given by Eric A. Camman, New York, 
on January 18th before the accounting students 
of the university of Wisconsin and the Madi- 
son Society of Accountants. 


On February 1st Harold C. Crane spoke be- 
fore the combined law classes of Jones Univer- 
sity at Montgomery, Alabama, on “The con- 
struction and analysis of financial statements.” 


critical emergency in federal finance’ and 
“What it has cost to run Massachusetts for the 
last ten years” are the titles of articles by 
Harvey S. Chase, Boston, which appeared in 
February issues of Barron’s Financial Weekly 
and the Boston Globe, respectively. 


At the annual convention of the Western 
Hospital Association at Long Beach, California, 
on February 23rd, Walter B. Gibson delivered 
an address entitled ‘‘Measurement of economic 
efficiency by management.” 


“Balanced capital investment of a lumber 
business’” was the title of a paper read by O. 
V. Wallin, Philadelphia, before a meeting of 
the Pennsylvania Lumbermen’s Association on 
January 20th. 


On behalf of the school of accounting, com- 
merce and finance of St. Johns’ College, Ben- 
jamin Harrow, New York, spoke over station 
WNYC on “Questions and answers on the 
federal income-tax return.” Mr. Harrow also 
conducts a daily column in the Brooklyn Daily 
Eagle in which he answers income-tax queries. 


At a meeting of the Lions’ club at Sandusky, 
Ohio, on February 18th, J. Weldon Jones, 
Columbus, read a paper entitled ‘‘The depres- 
sion and accountancy.” On February 1st Mr. 
Jones spoke on “Better ways of doing things” 
before the commercial department of Fostoria 
high school. 


On January 5th Joseph J. Klein, New York, 
was appointed a member of the New York City 
Survey Committee. Mr. Klein is the author of 
the 1933 Cumulative to Federal Income Taxa- 
tion which has been published by John Wil 
& Sons. On February 15th, Mr. Klein ad. 
dressed the Men’s club of the Central Syna- 
gogue on ‘Technocracy — true or false 
Messiah ?”” 


At a meeting of the Muscatine, Iowa, Rotary 
club on January 9th, I. B. McGladrey, Cedar 
Rapids, spoke on “The need for independent 
audits of the books of state institutions.” 


Thomas L. McLeod has been appointed 
chairman of the committee on federal taxation 
and a member of the foreign trade committee 
of the Rochester chamber of commerce. 


“Income taxes—especially pertaining to the 
revenue act of 1932” was the subject of a 
et read by Edward Orenge, Hoboken, be- 
ore a meeting of the Kiwanis club of Hoboken 
on February 16th. 


Gabriel A. D. Preinreich is the author of an 
article on ‘Stock yields, stock dividends and 
inflation” which appears in the December issue 
of The Accounting Review. Mr. Preinreich is 
serving as a member of the Council on Account- 
ing Research created under the auspices of the 
American Association of University Instructors 
in Accounting. 


